AR12 


MILTON 
BRICK 


Co. LIMITED 


TO OUR SHAREHOLDERS: 


After seven consecutive years of increasing 
sales and operating profit, | have the disagreeable 
task of reporting that in 1970, the unfortunate result 
of five and one half months of work stoppage at our 
Milton plant coupled to the effects of the Ottawa 
Government's anti-inflation program, proved more 
than could be overcome. Hence your Company 
suffered a sharp decline in revenue and its first 
operating loss under present management. About 
the only solace | can find is that we are NOT alone. 


It was an unhappy year for many industries. For- 
tunately it is over. 
| am pleased to report that the volume of business 


so far in 1971. shows a marked improvement at an__ 


accelerating pace. >. This augurs well for the rest of the 
year. With the lowering | of interest ‘Yates, the easing 
of the-money_supply,_r 
and increased activity in new housing in Canada as 
well as in thé U-S., | cans ith-confidence that 
our Company this year will resume the growth 
pattern which we have become accustomed to since 
1963. | should add that the measures we took last 


year to increase the efficiency of our Milton plant, 


have proven-most successful. We-note-a-substantial 
improvement in productivity. 

For the year ended December 31, 1970, gross 
sales decreased by 49% from the previous year. 
This resulted in a loss of $18,034 in contrast to the 
profit of $317,315 or 55.4¢ per’share in 1969. 

The financial position of the Company was 
actually strengthened by the acquisition of our con- 
trolling interest in Flemdon Limited. We increased 
our share interest from 36.6% to 50.1% — which 
transaction resulted in a gain of $226,220 in book 
value over the cost of our investment. Our Share- 
holders’ equity is accordingly increased, more than 
compensating for the years’ operating loss. 

Because this acquisition took place near the 
end of the year, Flemdon’s earnings have not been 
consolidated in. our 1970 accounts. They will be 
consolidated in 1971. In its year-end report recently 
issued, Flemdon showed a profit after taxes of 
$79,057 or 8.6¢ per Flemdon share before non- 
recurring extraordinary charges. 

The acquisition of control of Flemdon will 
redound to the benefit of your Company. At Decem- 
ber 31st, 1970, Flemdon reported working capital 
of $2,012,702, a major part of which is presently 
invested in short term commercial notes, market- 
able securities and loans against mortgages — all 
of which are earning a good income for the com- 
pany. The capital resources of Flemdon taken to- 
gether with your Company’s improved working 
capital of $2,600,272 (as of December 31st, 1970) 
provides us with an exceptionally strong financial 
base which is an important source of investment 
income, while retaining a high degree of liquidity, 
as indicated by the ratio of Current Assets to Current 
Liabilities of 172 to 1, ™ 
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Bankers — 


A MUCH BRIGHTER OUTLOOK 


As | have noted above, the outlook for your 
Company through 1971 and 1972 is infinitely brighter 
than at this time last year. The most recent survey 
of capital spending intentions by business and 
government indicates that outlays this year will be 
well in excess of $19 billion marking a 10% increase 
over last year. Outlays for housing so far this year 
are up 24% over this time last year while housing 
starts are up between 35% and 40%. The federal 
government has forecast a record year for housing, 
with 220,000 units the predicted total. 

Your Company is now in a better position than 
ever before to take full advantage of this rising level 
of construction activity. Last year, at a capital cost 


. of $111,832 — more than double our capital expen- 


ditures of the year before — we _installed—rew 
equi t th lant which_i w-“earn- 
‘ing its keep” by not only increasing productivity, 
but by improving quality and augmenting capacity 
— which, of course, strengthens our competitive | 
position in the industry. 


Our subsidiaries, now increased by the addition 
of Flemdon Limited, are also of importance in ex- 
panding the scope of operations. The Regal Trucking 
Division has allowed us to open up a very sub- 
stantial market for bricks in Northern Ontario, an 
area which | know from personal experience, is in 
a period of considerable growth. The Global Marble 
division will unquestionably benefit from the much 
healthier financial outlook for 1971 and 1972. 


| should point out also that Transmil Properties 
continues to hold substantial acreage of well- 
located, saleable land suitable for housing develop- 
ment in the Milton area. REGAL, GLOBAL, and 
TRANSMIL are wholly-owned subsidiaries. 


To sum up, we have entered a new year ona 
note of real but modest optimism generated by the 
tangible evidence of the inflow of new orders from 
our customers. You may be sure your management 
intends to take full and prompt advantage of the 
clearly brightening construction climate to ensure 
that your Company quickly re-establishes the curve 
of growth, temporarily depressed in 1970. | am con- 
fident that our first six months earnings will clearly 
mark this renewed progress. 

Your Directors and | appreciatively acknowl- 
edge the continued encouragement of our Share- 
holders, Customers, Suppliers; and the dedicated 
efforts contributed by our employees and associates. 


On behalf of the Board 


May 3, 1971 J. T. BLUME, Chairman 
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Milton Brick Co. Limited and Subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 
for the year ended December 31, 1970 with comparative figures for 1969 


Fp A970 ee hI BO ih: 
Operating profit before depreciation $ 32,633 435,995 
Fess Mepreciauony ue Waa ne eee sire i ED Nake gy ih tve ln Lee yh, 26,714 23,887 
Earnings from operations =... 5,919 412,108 
Other income (expense) es 
Provision for doubtful accounts ee Die eee Ty eal Caves AC ole (144,353) (2,710) 
SOE Te ScranC AMICON ee det ee Cults iu CRIT ath Gen Gena otal oy 56,181 79,746 
Royalties PenLINGL Meer be hin nacy manly DLV MEER PRE ht dears 56,600 69,600 
Gain (loss) on sale of investments oi...) ele i ee (16,488) 17,361 
IMUISCOMANEOIR his tame HA eC mueoh yk Pu ee te uPA auntie des Be 7,605 3,853 
PeaSe/ OR ESOS) OW ASSELS aie Uy Wiha eB an El be Vette Ue (1,742) (4,007) 
(42,197) 163,843 
Earnings (loss) before income tax... (36,278) 575,951 
Provision for income taxes 
ROMICEN UIE tye tetas ak Sota ech EY Bao ee ane AL ek (42,302) 245,396 
IDSike gece ny AWA he teie Aerie eee Wears MOLE NA CRA) TOLD RCIA Rb 8, 19,058 13,240 
(23,244) 258,636 
Net earnings (loss) for the year 0c ce ete cetettettttees (13,034) 317,315 
BOATING DOCU SMAPE: 66.5 IL Yast rete tes os ert Ri sth ane Nie MARS, Buchel cts tee bates ik —- 55.4¢ 


1970 1969 
Retained earnings — beginning of year ....... $1,416,906 $1,280,293 
Net earnings (loss) for the year ..................... (13,034) 317,315 
1,403,872 1,597,608 
Dividends — Common shares...................... 114,440 180,702 


Balance — end of ye@r 1,289,432 1,416,906 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


Source of funds: 1970 1969 
Net earnings (loss) for the year ................. PRON ALA Oe eR ta ee VON ei) $ (13,034) 317,315 


Items not affecting working capital — 
Deferred uncOme! FAXest ely Maal cee abate eee eT ES Tak as 19,058 13,240 
Prior year adjustment ........... We Pc SS PAN RRO. ae ge ea 802 — 
DORMS CHALIOTIS NUNS Joh. ilact oan Meade bts SBOE Cay EINE Comte tae Pent att EV et 26,714 23,887 
33,540 354,442 
oss On disposals of dixed ‘assets \.44...c 70k, mite lab ee pas tl ve 16,831 4,007 
50,371 358,449 
Proceeds; trom: lonp-termh debi yy... ibokT meray ions ten tee ete eerste Aaa 140,000 —_ 
Refund of, 5% special refundable) tak. Wiki, eh ee enone 1,955 5,863 
Proceeds. trom sale of equipment {4.0. Wig Vela hin save aie pete ae aetna 1,200 LS 3K 
WENA LY RAN TEREST ye (05 So. Wena lups telah ab Lh arth AO PR RRM eae eed se 1,079,073 — 
Excess of book value of net assets over cost of investment in 
SHEEN NOE SUUSICIATY Citak Rebtel hh dose tikka nt agat mcbeme tena uen iat 226,220 — 
1,498,819 381,849 


Use of funds: 


TSETELOTA Lane PE OMIISSORY, HOLE: dbs. ta 9 Geis needa aay ey MENA Soa Aa 145,000 a 
Purchase Oi ik CG assets. RON rl Aa a tathh LO nase rhea Mats ea hastees Feat es 111,832 47,326 
Dividends paid ..................... Aik SRP RA GONE ie Sthn OU deg aun oe Reg 114,440 180,702 
371,272 228,028 
Increase in working capital 2... teeter reece 1,127,547 153,821 


1,472,725 1,318,904 


Working capital — beginning of year 00... es 
$2,600,272 $1,472,725 


Working capital — end of year 00... tees 


Milton Brick Co. Lim 


GLOBAL MARBLE OF CANADA LTD. — TRANSMIL PROPERTIES C 


Seer S| USalince af Ae as at Sanh 


ASSETS 


me 


Current assets: 
Cash ats 28 teh ed ot eae De MER Arar Ublya RA Atm 2 ieee) Bs ele) La 
Short-term commercial notes — at cost which approximates market .... 
Marketable securities — at cost 

(quoted market value 1970 —$505,010; 1969 — $1,016,765) .... 
Accounts receivable 
Tiyyenitories ¢- au COST INNA tes ti Ad mam Oooh un SRL Wine ONO ie a OTR de ae 
10% Second mortgage due September 1971 o0o....0..0cccccccccceceeccceceeeeeees 
15% Promissory note due December 1971, secured by second mortgage 
Income taxes recoverable 
Prepaid expenses 


5 %o ‘special refundableitax Gari tany een Ree Dis ean go) 


Investments: 
7% Mortgage receivable — due September 30, 1972 ........00.000.00000.- 
15% Promissory note, due April 1972, secured by a second mortgage 
Other Gnvestaente 715 aan eae Mes UM Unde Rie ae Ee SOG 


Fixed assets — at cost less accumulated depreciation (Note 2) ................... 


Other assets: 
PCV licences — at cost less amounts written off .............0...00..ccceeeeee 


Signed on behalf of the Board: 


J. T. BLUME, Director L. J. McGOWAN, Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Milton Brick Co. Limited 
and Subsidiaries as at December 31, 1970 and the consolidated statements of earnings, 
retained earnings and source and use of funds for the year then ended. Our examina- 
tion of the financial statements of Milton Brick Co. Limited and its subsidiaries of 
which we are the auditors, included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the report of the auditors who have 
examined the financial statements of one subsidiary (Flemdon Limited). 


In our opinion, these consolidated financial statements present fairly the 
consolidated financial position of the companies as at December 31, 1970 and the 
consolidated results of their operations and the source and use of their funds for the 
year then ended, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


McDONALD, CURRIE & CO., 
Chartered Accountants. 


Hamilton, Ontario, 
April 26, 1971. 


1970 


$ 54,273 


1,257,449 


629,672 
185,562 
302,818 
42,000 
280,000 
6,270 


2,758,044 


101,399 
145,000 
13,482 


259,881 


664,729 


30,212 


$3,712,866 


1969 


$ 165,693 


870,180 
SiS, 19) 
236,678 


100 


1,585,842 
1,955 


101,399 


13,482 


114,881 


598,444 


30,212 


$2,331,334 


ed and Subsidiaries 
, LTD. — REGAL TRANSPORT LIMITED — F LEMDON LIMITED 


1, 1970, mith comparative figures for 1969 


LIABILITIES 


Current liabilities: 


Long-term debt (Note 4) 


Bank loan 


Accounts payable and accruals 
Income taxes payable 


Deferred income taxes 


SHAREHOLDERS’ EQUITY 


Capital stock: 


Retained earings 


Authorized 

1,000,000 Common shares of no par value 
Issued and fully paid 

572,200 Common shares 


Excess of book value of net assets over cost of investment 


ASHALES OL A SUDSICUAT Yo. 0) 202 ei choretey a ai memes etek eae) oe ead 
Total shareholders’ equity 


Notes: 


il 


Principles of consolidation 

The consolidated financial statements include the accounts of all subsidiary com- 
panies. 

As of December 31, 1970, Transmil Properties Corp. Limited, a wholly owned 
subsidiary acquired control of Flemdon Limited. The earnings for the current 
year of Flemdon Limited have NOT been included but it is the intention of the 
Board of Directors to consolidate its earnings in future years. 

Fixed assets 

Land, buildings, machinery and equipment and related accumulated depreciation 
and depletion are classified as follows: 


Accumulated 
Depreciation 
Cost and Depletion Net 

CANT Wem et ee eee EE Se, Wt te $ 140,195 $ 125,071 $ 15,124 
BU Ging eireytes ead gates tana bazaars ss 1,083,129 789,398 293,731 
Machinery and equipment .............. 757,702 420,742 336,960 
ME KSwancGtLAaclors) wae pie eee 97,204 78,290 18,914 
$2,078,230 $1,413,501 $ 664,729 


Sales 

The Supreme Court of Ontario, on October 2, 1968, authorized the omission of 
sales and .gross revenue derived from operations from the financial statements of 
Milton Brick Co. Limited and subsidiary companies to be laid before the annual 
meeting of shareholders. The gross sales decreased by 49.0% over the previous 
year and by 39.1% over the average of the past six years. 

Long-term debt ; 
This bank loan bears interest at a rate of 12% above the prime bank rate and is 
repayable in monthly instalments of $5,000. The total amount due within the next 
fiscal year is included in current liabilities. 

Provision for doubtful accounts P i ; 
This expense includes an amount of $101,466 in 1970, being a provision against a 
possible loss on royalties claimed from Milton Quarries Limited, with respect to 
which your company has instituted litigation, which is in progress against Milton 
Quarries Limited. 

Remuneration ; ’ 
Remuneration paid to directors amounted to $1,500 in 1970 and $650 in 1969. 


157,772 
140,000 


45,248 


1,079,073 


775,121 


1,289,432 


2,064,553 
226,220 


2,290,773 


$3,712,866 


eS 


1969 


55,145 
SEES 


bis hig 


26,190 


TID AZL 
1,416,906 
2,192,027 


2,192,027 


$2,331,334 


VOVNVO ‘OIYVLNO ‘NOLTIW GNV OLNOYOL :SLNV1d GNV S39!s40 


‘ysanbas uo Saidod jouoyippy yyim nok Ajddns 0j pasvajd aq }]1M ay 
‘nok 01 jsasaqui fo aq Knut adoy am yoiym j4odad Jonuup ano fo Xdood wv jnuqns am ‘asuodsad uJ 


‘Cuvdwoo Ano jnoqGp aloul BuIMOUY U1 JSadaqul UD passaidxa aavy AJIUNWWUOD SSauIsnq ay} U1 ajdoad Kuppw 


‘OL6L ‘TE JaquIso0q] Ie Se SuIpuL}s}nO saleYys UOUNOS YOZ‘ZLS JO siseq 94} UO sivsh 
[fe Ur poyemnsyeo ore oreys Jod sBurures ‘pOG] PUR SOGT ‘996 ‘LOGI SIeOK 9Y} JO YOR UT Soxe} OUOOUT PaLojop pue JUoLNS Y}0Q sJeoIpuT 0} poysn{pe 
waeq aAey syjoid you pue soxe} suooml ‘gg6] Ut AueduIoD 24) Aq paydope SuryunoooR Jo poyjoul UONBOOTe xe} oy} YIM AjTIQereduioo Joy epraoid OL :9}0N] 


€10°C9 ELL‘OEl 796'€8 IT7S0Z TOL8VT EC19‘OET (90r' 10D pelejsuen ssumeq 
407 POT DAT DYAGT PLT AC TE DOT greys Jod spuopraiq 
PT LT PE OE P8'VE D6'LS 29°69 arcs == oreys Jad ssurmegq 


6crSST ISE‘ELT [€0°661 TsO Tee O9E'86E SIELIE (Peo) (ssoq) 101d 10N 
8E8 IZI 009°9rT 997881 SOT SLI 167017 9€9°8S7 —- (bb“E7Z) 
000°9T OOT‘ZI QOO9LI —«OOE ZT 0S6‘TI OrZ‘El 8S0°6T . pe1sjoq — 
SE8*SOl OOS‘*VET 999°OLT s96S9I Ive“Lol 96€°S7T  (ZOE*ZH) yualng — sexe} suloouy 
LOTLLZ I8661E LETLSE  9TE‘6OS 159809 —«IS6'SLS —- (8LZ‘9E) ; SOX} OUOUT aI0Jaq (SSOT) 1YOIg 
8r'r 8L°9 vS'8 VLL Cll cO'rl SLT SONWIGRI] JUSLINI O} sjasse JUSIIND JO ONLY 
09S°7S9 Iyp‘tS8 780‘0€6 >70°966 pO6SIET S7L'tLrt 7ZLz009° : Jevdes SuryI0M 19N 
909°L81 ILy‘Lrl 8SEETl TC8LVT ZOO'SZI LTSETA ZLL‘LSE 
99TOP8 $ 716666 $ OPPESOT$ O98‘EPT'IS SOG'EHHIS Zr8S8SI$ Hro°ssL’cs 

po6l S961 9961 L961 8961 6961 OL6T 


ANVdNOD YOAOCA HO GHOOWA UVAA NAAMS FHL 


aa sorivipisqng pue poyury “OD AUG 


